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AICPA Practice Alert 2002-2, Use of Specialists
Notice To Readers
This Practice Alert is intended to provide practitioners with information that
may help them improve the effectiveness and efficiency of their
engagements and practices and is based on existing professional literature,
the experience of members of the Professional Issues Task Force (PITF) and
information provided by certain AICPA member firms to their own
professional staff. This information represents the views of the members of
the PITF and has not been approved by any senior technical committee of
the AICPA. The auditing portion of this publication is an Other Auditing
Publication as defined in SAS 95, Generally Accepted Auditing Standards.
Other Auditing Publications have no authoritative status; however, they may
help the auditor understand and apply Statements on Auditing Standards
(SASs). If an auditor applies the auditing guidance included in an Other
Auditing Publication, the auditor should be satisfied that, in his or her
judgment, it is both appropriate and relevant to the circumstances of the
subject audit. This publication was reviewed by the AICPA Audit and Attest
Standards staff and published by the AICPA, and is presumed to be
appropriate.
Use of Specialists
Introduction
During the performance of an audit engagement, the auditor may decide to use the work of
a specialist. A specialist is a person with a special skill or knowledge in a particular field
other than accounting or auditing. The specialist may be either engaged by the client or by
the auditor, or employed by the audit firm or the client. Although the auditor is expected to
be knowledgeable about business matters in general, the auditor is not expected to have or
obtain the same level of understanding of a subject field as an expert in that particular field.
Examples of areas where specialists are utilized in audit engagements include:
•
•
•
•
•
•

•

Valuations of certain types of assets, for example: land and buildings, plant and
machinery, works of art, minerals and precious stones.
Valuations of businesses and derivatives.
Information technology.
Determination of quantities or physical condition of assets, for example: minerals
stored in stockpiles, and underground mineral and petroleum reserves.
Actuarial valuations.
Measurement of work completed and to be completed on construction contracts in
progress for the purpose of revenue recognition. For example, providing
corroborating evidence on the progress and possible obstacles to completing a
hydroelectric plant.
Legal interpretations of contacts and agreements, statutes, and government and
other regulations.

Auditors may encounter difficulty in determining the appropriate situations in which to
utilize a specialist and, in those cases when a specialist is appropriately utilized,
understanding the findings of the specialist. The current guidance when specialists are used
is broad and focuses on the use of all kinds of specialists. The purpose of this Practice Alert
is to assist auditors in understanding their responsibilities both with respect to the use of
specialists that have been engaged or employed by the audit client and the use of
specialists engaged or employed by the audit firm.
Decision to use a specialist
The decision to obtain the assistance of a specialist is generally made in the planning stage
of the audit engagement. The auditor should ascertain whether or not specialized knowledge
will be needed in order to corroborate management's assertions with respect to amounts in
the financial statements. The auditor should not accept an engagement when it is not
possible to obtain an appropriate level of understanding of the subject matter, either
directly or through the use of a specialist.
Use of a specialist engaged or employed by the audit client
With respect to specialists engaged or employed by the audit client, the auditor should
consider the specialist's qualifications and experience in the planning stage of the
engagement. SAS 73—Using the Work of a Specialist states that the auditor should consider
the professional certification, license or other recognition of the competence of the specialist
in his or her field, as appropriate. In addition, the reputation and standing of the specialist
in the views of peers or others familiar with the specialist's capability or performance can
assist the auditor in assessing the specialist's qualifications.
After the auditor has become satisfied with the qualifications and experience of the
specialist, the auditor should then obtain an understanding of the specialist's work. The
auditor can obtain the understanding in many ways, including reading professional literature
dealing with the subject specialty, discussing the subject with other auditors who have
performed similar engagements in the same field, discussing the subject with the specialist
or with other specialists and attending relevant seminars on the subject. The auditor should
consider the following:
•
•
•
•
•
•

The objectives and scope of the specialist's work;
The specialist's relationship to the client;
The specialist's methods and the assumptions used, including the comparability to
those used in the preceding period and those used by similar specialists, if known;
The specialist's compliance with the auditor's requirements;
The appropriateness of using the specialist's work for the intended purpose; and
The form and content of the specialist's findings.

In those situations where the audit client has engaged the specialist, during the planning
process the auditor performs the necessary procedures to ascertain the nature of the
specialist's relationship to the audit client. The auditor should assess the risk that the
specialist's objectivity may be impaired. A specialist that is engaged by the client need not
be independent, only objective. If the auditor determines that the specialist's objectivity
might be impaired, the auditor should either engage another specialist or should perform
additional procedures with respect to some or all of the specialist's assumptions, methods or
findings to determine whether the findings are not unreasonable.

If the auditor concludes that he or she will use the findings of a specialist, consideration
should be given to the need to communicate with the specialist to confirm the terms of the
specialist's engagement and to cover such matters as:
•
•
•
•
•
•
•
•
•
•
•
•

The objectives and scope of the specialist's work.
Clarification of the specialist's relationship with the client.
Information as to the assumptions and methods intended to be used by the specialist
and, if appropriate, as to their consistency with those used in the prior period and
compared to those used by other industry specialists.
The specialist's compliance with the auditor's requirements.
The appropriateness of using the specialist's work for the intended purpose.
The form and content of the specialist's findings as well as a general outline as to the
specific items the auditor expects the specialist will cover in the report.
The auditor's intended use of the specialist's work.
The identification of the data to be supplied by the client to the specialist, so that the
auditor is aware of what needs to be subjected to audit testing.
Any non-client data that the specialist intends to use.
The extent of the specialist's access to appropriate records and files.
Confidentiality of the client's information.
Documentation or further information required supporting the auditor's procedures
and report.

The auditor should consider obtaining a confirmation directly from the specialist regarding
the nature and scope of his/her engagement.
The use of a specialist does not allow the auditor to delegate his or her audit
responsibilities. Therefore, the auditor must be able to understand the methods and
assumptions used by the specialist in order to fulfill his or her audit responsibilities.
The reliability of the source data used by the specialist is significant to the accuracy of the
specialist's findings and ultimately, the audited financial statements. Therefore, the auditor
performs procedures to corroborate the data, both accounting and non-accounting, that the
client provided to the specialist, taking into account the auditor's assessment of control risk.
The auditor's procedures may include making inquiries of the specialist to determine
whether the specialist is satisfied as to the accuracy of the source data, identifying and
conducting appropriate tests and considering the reliability and relevance of the data
provided by the client to the specialist. For example, for an actuarial computation with
respect to a pension plan, the auditor may, on a test basis, compare the demographic
information to the client's personnel files and the payroll information to the payroll ledgers.
In addition, the auditor may analytically review the rate of return on the plan portfolio for
reasonableness and may test the forecasted earnings stream and the cap rate used in the
valuation.
The auditor should evaluate whether the specialist's findings support the related assertions
in the financial statements. Ordinarily, the auditor would use the work of the specialist
unless the auditor concluded that the specialist's findings are unreasonable. For example, an
actuary with respect to an automobile insurance company client may conclude that the loss
reserves should decrease over the percentage used in the previous year. The finding may
be deemed unreasonable if the auditor is aware that the experience in the subject state
during that year was that losses had increased statewide. If the findings appear to be
unreasonable, additional audit procedures may be necessary or the opinion of another
specialist may be obtained. If the matter was not resolved to the auditor's satisfaction, the

auditor would consider whether to qualify his or her report or disclaim an opinion because of
a scope limitation.
The auditor would ordinarily not mention the work or findings of a specialist when
expressing an unqualified opinion on audited financial statements, except in very limited
circumstances described in SAS 73.
The auditor should consider incorporating a specific representation in the client
representation letter if the audit client has engaged a specialist. An example representation
is as follows:
We assume responsibility for the findings of specialists in evaluating the (describe assertion)
and have adequately considered the qualifications of the specialists in determining the
amounts and disclosures used in the financial statements and underlying accounting
records. We did not give nor cause any instructions to be given to specialists with respect to
the values or amounts derived in an attempt to bias their work, and we are not otherwise
aware of any matters that have had an impact on the objectivity of the specialists.
Use of specialists engaged or employed by the audit firm
Except at the time of employment and as necessary to satisfy ongoing educational and
licensing requirements, the auditor would not ordinarily need to check the qualifications of a
specialist employed by the audit firm. In addition, the internal specialist is subject to the
firm's requirements with respect to independence.
The auditor will need to make a determination as to whether the specialist is part of the
audit engagement team. If the specialist is effectively functioning as a member of the audit
team, SAS 73 does not apply. SAS 22-Planning and Supervision will apply in that situation
since the specialist requires the same supervision and review as any assistant. For example,
if a specialist is used to perform procedures as part of the engagement team, such as
performing computer assisted audit techniques, then SAS 22 applies. Specific guidance with
respect to the use of information technology specialists is provided later in this Practice
Alert. However, if the client engages the audit firm's actuarial department to perform
procedures with respect to a pension plan, and the auditor subsequently utilized that work,
the specialist is not a member of the engagement team and the auditor should follow the
guidance as outlined in the previous section of this Practice Alert.
Generally, using a specialist within the audit firm reduces audit risk, as the specialist should
be familiar with the firm's professional policies. In addition, the other members of the audit
team are generally familiar with the specialist's qualifications. Auditors employed by firms
that make use of subsidiaries or affiliated organizations should take special care in assessing
the internal specialist's familiarity with firm policies. Even though the specialist and the
auditor may be part of the same "parent" firm, the specialist may not be familiar with the
audit firm's policies.
If the auditor has engaged an outside specialist, an understanding with the specialist about
the engagement should be obtained. The auditor may want to document the understanding
and the arrangements with the specialist in writing. All other procedures with respect to the
methods and assumptions used by the specialist and the use of the specialist's findings are
consistent with those utilized for specialists engaged or employed by the client.
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The use of IT specialists is a significant aspect of many audit engagements. The Public
Oversight Board's Panel on Audit Effectiveness issued a report in August 2000 which called
for more effective participation in audits by IT specialists. The IT specialist is usually
employed or engaged by the audit firm and the use of IT specialists is covered by SAS 22
and SAS 94—The Effect of Information Technology on the Auditor's Consideration of Internal
Control in a Financial Statement Audit.
SAS 94 provides guidance to assist auditors in determining whether to use the work of an IT
specialist. To determine whether an IT specialist is needed, it is recommended that the
auditor consider the following factors:
•
•
•
•
•
•

The complexity of the entity's systems and IT controls, and the manner in which they
are used
The significance of changes made to existing systems or the implementation of new
systems
The extent to which data is shared
The extent of the entity's participation in electronic commerce
The entity's use of emerging technologies
The significance of audit evidence that is available only in electronic form.

The extent of involvement of an IT specialist will depend on the complexity of information
technology used in critical transaction cycles, control risk assessments and the information
technology skills available in the engagement team. The role of the IT specialist may be to
assist the engagement team in the following areas:
•
•
•
•

Performing a preliminary review of computer processing
Designing and implementing tests of controls and substantive tests related to
information technology systems, including the use of computer assisted audit
techniques
Interpreting the test results
Drafting client communications, such as internal control and management letters

In addition, the IT specialist can assist the auditor in addressing many audit procedures.
The IT specialist can examine the client's data files and information and detect and highlight
transactions or patterns that show possible irregularities. Examples where an IT specialist
may be used to assist the auditor are as follows:
•
•
•
•
•
•
•
•
•
•

Ratio analysis
Revenue and other cut-off testing
Accounts receivable or payable aging
Examination of purchase ledger transactions
Summarizing payments by vendor or invoice numbers
Testing for duplicate invoices
Searching for payments to specific individuals
Stratifying payments by size and extracting unusual ones
Analyzing payroll data in the search for unusual payments
Matching payments to payroll master files to test for correct rates and deductions.

IT specialists can also perform digit analysis-the process of using mathematical formulas
and probability equations to examine data sets for irregularities. Examples include number
duplication, excessive round numbers and identification of identical or near-identical entries
in data subsets.
When an IT specialist is used, the auditor's responsibility for information technology aspects
of an audit cannot be transferred to that specialist. The auditor is responsible for:
•
•
•
•
•

Determining, in consultation with the IT specialist, the objectives of the review of
computer processing and the procedures to be performed
Participating appropriately in performing the work
Reviewing the results of the specialist's work
Evaluating the results of the review as it affects audit risk and strategy and
modifying the audit procedures to be performed accordingly
Ensuring that the workpapers adequately document all information technology
aspects of the audit.

Business valuation specialists
The FASB 141-Business Combinations and FASB 142-Goodwill and Other Intangible Assets
valuations that are performed in connection with purchase price allocations after a business
combination and the impairment test required thereafter generally should be performed by
a specialist. Although the auditor may have sufficient expertise to review the valuation, it is
advisable for auditors to consider utilizing a valuation specialist. This is particularly so when
the transaction and valuation has a material impact on the company's financial statements.
That specialist may be internal or external, as considered necessary. The auditor should
perform procedures to evaluate whether the specialist's findings support the related
assertions in the financial statements.

